Draft Final Audit Report of the
Audit Division on the South

Dakota Democratic Party
(January 1, 2009 - December 31, 2010)

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any

political committee that is

required to file reports
under the Federal
Election Campaign Act
(the Act).! The
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold ‘
requirements for
substantial compllﬁ
with the Act.2 The aud

disclosui ments
of the Act.

Future A« "
The Commission ma§’
initiate an enforcement
action, at a later time,

with respect to any of the

matters discussed in this
report.

About the Committee (p, 2)

The South Dakota Democratic s,a state party committee

headquartered in Sioux Fal n Dakota. For more

information, see the chart mittee Organization, p. 2.
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o Contripfif &om%,éi:ziduals " $180,424
o Contributid# itjcal ) 4
Party and Ot ical
ommittees 133,843
o from Al 1er
. _,”ittees ) 593,756
o A Glpuinee & 13,042
Total Receif $ 921,065
. » Disburséfffents &
o Operatthg Expenditures $ 574,603
o Coordi%fExpenditures Made
144,700
] vity , 184,970
All Other Disbursements ' 88,966
141 Disbursements $ 993,239

Fifidings and Recommendations (p. 1)
Misstatement of Financial Activity (Finding 1)
Recordkeeping for Employees (Finding 2)

Reporting of Coordinated Party Expenditures (Finding 3)
Contributions from Unregistered Political Organizations
(Finding 4)

o Disclosure of Occupation/Name of Employer (Finding 5)

' On September 1, 2014, the Federal Election Campaign Act of 1971, as amended (“the Act”), was
transferred from Title 2 of the United States Code to the new Title 52 of the United States Code.
252 U.S.C. § 30111(b) (formerly 2 U.S.C. §438(b)).
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Part I
Background

Authority for Audit
This report is based on an audit of the South Dakota Democratic Party (SDDP),
undertaken by the Audit Division of the Federal Election Commission (the Commission)
in accordance with the Federal Election Campaign Act of 1971, as amended (the Act).
The Audit Division conducted the audit pursuant to 52 U.S.C. § 30111(b) (formerly 2
U.S.C. §438(b)), which permits the Commission to conduct audi szand field

Commission must perform an internal review of reports £ selected committees to
determine whether the reports filed by a particular comgmitee mectigiie, threshold
requirements for substantial compliance with th%. v § 30% (formerly 2
U.S.C. §438(b)).
e

A
Scope of Audit © 4
Following Commission-approved procedures, the _ evaluated various risk

factors and as a result, this audit exarffjged:

the disclosure of ex
the consistency befa

NN RWN =

Comuffssio: (iy:-l.tndﬁ

Rec‘]ﬂuest'q’ arly Cor _§sion. «_ sideration of a Legal Question

Pursuant t »Policy Staféinent Establishing a Program for Requesting Consideration
of Legal Quest ' the ;c mmission,” SDDP requested early consideration of a legal
question raised ] / udit. SDDP questioned whether the monthly time logs
required under 11 sz §106.7(d)(1) applied to employees paid with 100 percent
federal funds. (See Binding 2.)

The Commission concluded, by a vote of 5-1, that 11 C.F.R. §106.7(d)(1) does require
committees to keep a monthly log for employees paid exclusively with federal funds.
Exercising its prosecutorial discretion, however, the Commission decided it will not
pursue recordkeeping violations for the failure to keep time logs or to provide affidavits
to account for employee salaries paid with 100 percent federal funds and reported as
such. Accordingly, Finding 2, Recordkeeping for Employees, of this audit report does
not include a recommendation to pursue a recordkeeping violation for employees paid
with 100 percent federal funds and reported as such.



Part 11
Overview of Committee

Committee Organization

Important Dates

e Date of Registration April 24, 1982

e _Audit Coverage January 1, 2009 - Escember 31, 2010
Headquarters Sioux Falls, S Dakota

Bank Information

e Bank Depositories

e Bank Accounts federal
Treasurer

e Treasurer When Audit Was Conducted d v

e Treasurer During Period Covered by Audit | Bif ?’

Management Information

e Attended Commission Campaign Firrance

Seminar >
e Who Handled Accounting and ff
Recordkeeping Tasks '

ov¢ét rvicw of Fi ka'*: nclal Activity
iAudited AigBunts)

el -
Cash-on-h m @Janﬂ'ﬂ% 005%. $ 93,826
° s # 180,424
o darty and Other
133,843
o ; " ...er Party .
Committees 593,756
o All Other Receipts V4 13,042
Total Receipts $ 921,065
Disbursements
o Operating Expenditures 574,603
o Coordinated Expenditures Made by Party
Committees 144,700
o Federal Election Activity 184,970
o All Other Disbursements 88,966
Total Disbursements $ 993,239
Cash-on-hand @ December 31, 2010 $ 21,652



Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of SDDP’s reported finangizactivity with its bank
records revealed misstatements for calendar years 2009 and ). For 2009, SDDP
understated disbursements by $15,155. For 2010, SDDP ug iated receipts by $26,721.
Subsequent to audit notification, SDDP amended its rep%;’wh" - rected the

misstatement for 2009. In response to the Interim A ort r¢ endation, SDDP
amended its 2010 reports to materially correct its rgrhainihg misstateri% For more
detail, see p. 5.) %, .

During audit ﬁeldwork the Audit staff determined ,/;(#:) DP did not maintain any
monthly payroll logs as requlred to do Sy ent the perce f

to SDDP employees totaling $60 143, fo h1 i m ] ly pay. ,»/ [ logs were not

maintained. This consisted of $42,557, refi prteg s 2 u;f gedrbetween federal and non-

federal funds; $15,187 th#%#3s,paid from afi cluswel Jion-federal account; and $2,399

that was paid from apzg e clusit r;’; non-federat account durmg periods in which the same
/

employee was alse?pk f‘r Zfrom a ( feral account » ybsequent to being notified of the

audit, SDDP filed amerf§  :p o}g isg0r 2009 dis® osmg all allocated payroll on Line 30b

(Federal El. -~ it Haid WLt rcent federal funds. In response to the

Interim Agi . Jlecomrr m g, tlon, Counsel said SDDP moved all payroll expenses
on th ports to Fedé ’d’?v J lectd avity. The Audit staff considers this matter
resol more deta’d  : p.

™ &

Findin _ %epor 121g of Coordinated Party Expenditures
The Audit stafff@  :hat 'DP made an apparent excessive in-kind contribution of
$16,277 to a Hou: j}iﬁ'ate resulting from coordinated expenditures made in excess of
the coordinated p: pending limitation. During the audit exit conference, SDDP
officials stated that tﬁey had erroneously reported $19,529 for two direct mail pieces as
Coordinated Party Expenditures on Schedule F, Line 25, when the expenditure was
actually for Federal Election/Exempt activity, that SDDP should have reported on
Schedule B, Line 30b. SDDP argued that the disbursements should not have been
counted towards its coordinated party expenditure limit because the disbursements
qualify for the volunteer materials exemption but were not properly disclosed on its
reports. However, SDDP provided only limited evidence that volunteer activity existed.



In response to the Interim Audit Report recommendations, SDDP amended its reports to
disclose $19,529 as a volunteer exempt expense and provided a signed declaration that
this type of mailing was generally performed by volunteers. Given the uncertainty
regarding the level of volunteer involvement needed to qualify for the volunteer materials
exemption, as well as the amount of documentation required to support such an
exemption, the expenditures are no longer being attributed to SDDP's coordinated
expenditure limit. (For more detail, see p. 9.)

Finding 4. Contributions from Unregistei. -Qolitical
Organizations

SDDP received contributions totaling $14,831from unregi litical organizations
that may not have used permissible funds. SDDP refundéd contfd ~ s totaling $4,891
of the $14,831, though it did so in an untimely manngg

) ] ; r'/ %
In response to the Interim Audit Report reco &ui;' DDP proviael letters
from contributors confirming that $3,140 wer€ Y6 3, permi le sources. on,

SDDP provided documentation supporting that $5, /?f contributiéh but rather a

reimbursement from a non-federal committee related Joor h_anger. SDDP also issued
a disgorgement check for $1,800 payg"" "2 US. i " rthe balance of the
impermissible contributions. (For mor p-12.) rd

Finding 5. Disclosure of Oc pg! o fe of Employer
The Audit staff review for wi#ch itemization is required, and
found that 78 contribuffions t g $30,702 Kicked adequate disclosure of occupation
and/or name of em: ICCH i on, Furthermore, prior to the notification
of the audit, SDDP di suffieently 3 ‘best efforts” to obtain, mamtam and
submitcor rmagef ATterdgizi
of the mig! _ rin "éfucg,z tion and 1led amended reports for calendar year 2009,
whic erially corr, i we of OCC/NOE.

4
In the Ir %f\udit Repor @ Au%it staff recommended that SDDP provide any
additional int§ onitce lers relevant to this matter. SDDP made no comment in
response to the trepor  owever, although not required, SDDP amended its 2010

reports to include 5 1y undisclosed OCC/NOE information for $10,206 in
contributions from i, uals. (For more detail, see p. 14.)



Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary

During audit fieldwork, a comparison of SDDP’s reported financial activity with its bank
records revealed misstatements for calendar years 2009 and 2010. For 2009, SDDP
understated disbursements by $15,155. For 2010, SDDP understatgd receipts by $26,721.
Subsequent to audit notification, SDDP amended its reports,y  1Cbdrrected the
mxsstatement for 2009. In response to the Intenm Audlt Repg commendation, SDDP
fn :nts.

Legal Standard
Contents of Reports. Each report must disclosg

e The amount of cash-on-hand at the begfiiffine of the rej ﬁ' riod
o The total amount of receipts for the reportl o #d for the calefidar year;
o The total amount of disbursements for the repé} sriod and for the calendar

(formerly 2 U.S.C. §434(b)(l),

Facts and Analy §

A. Facts /
The Audit staff reconc i bank records for calendar years 2009
and 2010 ' crepancies for the beginning cash

balances# feceipts,

parag idress th fhisstatements

2009 Confffiittee Activ '
Reported Bank Records Discrepancy
Beginning C, e $94,626 $93,826 : $ 800
@ January 1, Overstated
Receipts . $194,044 $197,026 $2,982
Understated
Disbursements $261,047 $276,202 $15,155
Understated
Ending Cash Balance @ $11,645° $14,650 $3,005
December 31, 2009 Understated

* SDDP did not carry the correct ending cash balance to the subsequent report’s beginning cash balance
from the July 2009 Monthly report through the Year End 2009 report. As a result of these discrepancies,
the amounts in the “Reported” column do not total correctly.



The understatement of disbursements resulted from the following:

¢ Disbursements not reported $ 18,938

e Disbursement reported but not supported by a check or debit (3,390)

e Unexplained difference ' (393)
Net Understatement of Disbursements $ 15,155

Unreported disbursements of $18,938 consist primarily of payments for salaries and a
loan payment.

The $3,005 understatement of the ending cash balance on Decgffiber 3'1, 2009 resulted
from the misstatements described above, as well as discr: in the beginning cash
balance and receipts. ‘

S : .
Subsequent to audit notification, SDDP amended it _ i¥ts for calenaa 2009,
which corrected the misstatements noted abov

g %x 7

2010 Committee Activity
« J{ecords Discrepancy
Beginning Cash Balance ) $2,995
@ January 1, 2010 Understated
Receipts 4039 $26,721
N Understated
Disbursements A717,037 $9,724
. Understated
Ending Cash Bal: $21,652 $461
December 31. 2010 @ . Understated
Theu “Hatemenit® _ dsulted from the following:
2 cceipts fror ical %ﬁmes not reported $ 28,534
e n  dreceiptre d twice (2,026)
e [ )lained diffi e 213

Net :a:j‘t of Receipts $ 26,721
The $461 understa of the ending cash balance on December 31, 2010, resulted

from the misstatements described above, as well as discrepancies in the beginning cash
balance on January 1, 2010, and disbursements.

B. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff discussed the misstatements with SDDP
representatives and provided copies of relevant schedules. SDDP filed amendments

* The beginning cash balance was not carried forward correctly from the previous period.
5 This column does not total due to discrepancies throughout 2010 between reported amounts for ending
cash and the subsequent period's beginning cash balance.



correcting the misstatements for 2009 and said that it would file corrective amendments
for 2010.

The Interim Audit Report recommended that SDDP amend its reports to correct the
misstatements noted above for calendar year 2010 and amend its most recently filed
report to correct the cash-on-hand balance with an explanation that the change resulted
from a prior period audit adjustment.

C. Committee Response to Interim Audit Report
In response to the Interim Audit Report recommendations, SDDP reconciled 1ts accounts
and filed amended reports for 2010 that materially corrected its %ﬂements

| Finding 2. Recordkeeping for Em!)lo%{ s .

Summary V. N
During audit fieldwork, the Audlt staff determipf ,cﬂae that SI3 ) P did not ny
ke s of time eac oyee

staff identifled payments

4Oy / it ‘ .'?;};5" .
a ,ﬂ;ﬂr C
5 h

employee was also paid from a federal acd D) Bisto being notified of the
(Federal Election Ac d with 100 Fgrcent federal funds. In response to the
Interim Audit Repe ation, Counsel said SDDP moved all payroll expenses
on their reports to Fe: ' . Th ZAudit staff considers this matter
resolved. "

i

Legu. ntandar:l
Maijn- 9 ce of Mont 308$ %:mttees must keep a monthly log of the percentage
3 mployee sp %;“« in cénnection with a federal electlon Allocations of

or have their by allocated as administrative costs;
e Employees who spend more than 25 percent of their compensated time in a given
month on federal election activities must be paid only from a federal account; and,
e Employees who spend none of their compensated time in a given month on
federal election activities may be paid entirely with funds that comply with State
law. 11 CFR §106.7(d)(1).

6 During SDDP’s reconciliation, additional information was provided to the Audit staff for which
adjustments were made to the misstated amounts in this report.



Facts and Analysis

A. Facts

During fieldwork, the Audit staff reviewed disbursements for payroll. SDDP did not
maintain any monthly logs or equivalent records to document the percentage of time each
employee spent in connection with federal election activity. These logs are required to
document the proper allocation of federal and non-federal funds used to pay employee
salaries and wages. For 2009 and 2010, SDDP did not maintain logs for $60,143 in
payroll. This consisted of $42,557, reported as allocated between federal and non-federal
funds; $15,187 that was paid from an exclusively non-federal account, and $2,399 that
was paid from an exclusively non-federal account but also incluc mployees paid from
a federal account during the same periods. S

SDDP representatives why SDDP made changess -
representatives said the following: p

to the fact that allocation transf
individuals’ expense, these item
knowledge of their roles, it is unc
25 percent on federal activity.

The Audit staff acknow _at the chang // by&DDP in the reporting of its
payroll obviates th 4,,({ for nf rg; ly tlmesh since the payroll was paid with
exclusively feder g Tusd 6 i

fh ) % (dit Division Recommendation
At th :g,«f‘ jt conference, '5:"'3:‘;: ¢énted the matter of maintaining monthly payroll

logs'to t#¢k the amount 6 efat on federal election activity. SDDP Counsel stated
that SDDPégposition isth 10 payroll logs are required for activity reported and paid as
100 percent 2 i€ral. The  rim Audit Report noted the verification of SDDP’s amended
reports that had ¥

a% ted payroll to Line 30b, Federal Election Activity, and that
no further action 1 red

C. Commiittee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, Counsel reiterated previous
comments regarding payroll and filed more amendments that reported 2010 payroll
expenses on Line 30b. The Audit staff considers this matter resolved.

7 Amounts are net of payroll taxes and benefits. This total does not include payroll for employees paid
with 100 percent federal funds and reported as such. (See Part I, Background, Commission Guidance,
Request for Early Consideration of a Legal Question, p. 1). For all future payroll, the Audit staff
recommended that SDDP maintain payroll logs for all employees.



| Finding 3. Reporting of Coordinated Party Expenditures

Summary :

The Audit staff found that SDDP made an apparent excessive in-kind contribution of
$16,277 to a House candidate, resulting from coordinated expenditures made in excess of
the coordinated party spending limitation. During the audit exit conference, SDDP
officials stated that they had erroneously reported $19,529 for two direct mail pieces as
Coordinated Party Expenditures on Schedule F, Line 25, when the expenditure was
actually for Federal Election/Exempt activity, that SDDP should have reported on

counted towards its coordmated party expenditure limit beca ,;4 the disbursements

quahfy for the volunteer matenals exemptxon but were noty ;»‘\" (& o‘;ji,;{, y disclosed on its
Y r activity existed.

disclose $19,529 as a volunteer exempt expensgir d prov1ded a signed /{'; i i

S ’.{‘.'.-Z//

#ATify for the voluffteer materials
exemption, as well as the amount of d_ocumentatlon ’- ‘/ur d to support such an
exemption, the expenditures are no loi ng attribut S DDP's coordinated
expenditure limit. -

Legal Standard 7

A. Coordinated Party Jiffién-lnure. Nati party vgmusiltees and state party

committees may eachzfiake & nated partjzexpenditures in connection with the
affy, fa didateinthd e who is affiliated with the party.

Fra.

4

“inf irty EXpenditure Limit. A political party may
it e ted party expenditures to another political party
©e, Such an ass¥g] =nt %ﬁe made in writing, state the amount of the
i eivedby the assignee before any coordinated party
1 'js de pursu. to the assignment. The political party committee that is
%40 make ordinated party expenditures must maintain the written
% % years. 11 CFR §§104.14 and 109.33(a) and (c).

C. Exempt Activitf.y The payment by a state committee of a political party of the costs
of campaign materials (such as pins, bumper stickers, handbills, brochures, posters,
party tabloids or newsletters, and yard signs) used by such committee in connection
with volunteer activities on behalf of any nominee(s) of such party is not a
contribution, provided that the following conditions are met:

e Such payment is not for cost incurred in connection with any broadcasting,
newspaper, magazine, bill board, direct mail, or similar type of general public
communication or political advertising. The term direct mail means any
mailing(s) by a commercial vendor or any mailing(s) made from commercial lists;
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e The portion of the cost of such materials allocable to Federal candidates must be
paid from contributions subject to the limitations and prohibitions of the Act;

e Such payment is not made from contributions designated by the donor to be spent
on behalf of a particular candidate for federal office;

e Such materials are distributed by volunteers and not by commercial or for-profit
operations;

o If made by a political committee such payments shall be reported by the political
committee as a disbursement in accordance with 11 CFR §104.3 but need not be
allocated to specific candidates in committee reports; and

e The exemption is not applicable to campaign materials purchased by the national
party committees. 11 CFR §100.87 (a), (b), (c), (d), (e) %g) and 11 CFR
§100.147 (a), (b), (c), (d), (¢) and (g). *

D. Coordinated Party Communication. A political p conﬁ‘ " ation is
coordinated with a candidate, a candidate’s authoriz%g ittee, et of any of the
foregoing, when the communication satisfies the” '_
(1) The communication is paid for by a pdi aﬂy%}niﬂee or its
(2) The communication satisfies at least one O?#B‘ nt'standards. <

o Must expressly advocate a candidate’ 1 of defeat 11 CFR

§100.22(a) and (b). .

o Involve the disseminat mor | tionof a candidate’s
campaign materials. %, p

o Refers to a federal candidatg, is d candidate’s constituents
andisd ithin certdjg#time fr efore an election.

(3) The communj es at least Gge of the conduct standards in 11 CFR
§109.21(d)é ugh @6), subject t6 }provisions of 11 CFR §109.21(e), (g),
and (h).

o Muet hay ; | ¢&d or distributed at the request of the
'l%gent.

i
/ Dew .%with ;}ial involvement” of the candidate.
. Crea “‘4' [ stributed after “substantial discussion” with the
ndidate 0 agetits.
o ieuse of.  nmon vendor in the creation, production or distribution of

K| muni* n. 11 CFR §109.37.

Facts and Anai%

A. Facts

The combined coordinated party expenditure limit for a 2010 candidate for the House of
Representatives from South Dakota was $174,000, with an $87,000 limit for both SDDP
and the National Party (Democratic National Committee (DNC)). SDDP reported
coordinated expenditures of $164,229® on Schedule F (Itemized Coordinated Party
Expenditures) for Stephanie Herseth Sandlin, a candidate for the House of

% Of the $164,229 reported on Schedule F, SDDP provided assignment letters disclosing that the DNC
(through DCCC) designated it to make expenditures of $145,809 on behalf of the candidate.
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Representatives. The Democratic Congressional Campaign Committee (DCCC) reported
coordinated expenditures for the candidate of $26,048. The total reported coordinated
expenditures by both the SDDP and the DCCC exceeded the coordinated expenditure
limit by $16,277.

B. Interim Audit Report & Audit Division Recommendation
At the exit conference, the Audit staff provided a schedule of the coordinated
expenditures subject to the limit and discussed them with SDDP representatives. During
the discussion, SDDP representatives said that the SDDP had erroneously included a
direct mail piece costing $19,529 in its Coordinated Expenses of $164,229 and that it
should have reported this expenditure as volunteer exempt activ1 Y2,

7

The Audit staff requested further documentation to support tiéa oning of the direct

mailers as exempt activity. In response, SDDP provided ¢ volunteers working
on the direct mailers. It is also noted that the vendor 61, mail pieces was
the same as the vendor used for other direct mail %ﬁ?ﬁpoﬂed as hé; xempt
activity. "

¢ ’
Both mail pieces are brochures containing four paf S ftihg the back andf front cover.
One of the mail pieces emphasizes the words, “Reckl& Sand Wrong” when dlscussmg the

[djdate. The other mail piece’s

message is that the candidate, “... Seniors,” and then
goes on to discuss, primarily, Medicare% opponent s viewpoints
and plans are provided. The final words m ‘Ze a no vote for the other
candidate.’

The Commission of,the volunteer materials exemption in the
Final Audit Reports ot¥fig De: ommittee of Florida and the
Tennessee Repubhcan ZESROTS, 4 e Commission recognized that a lack of
clarity exi T olunteer materials exemption. The
Commig; 5500 h o ulate a consensus policy regarding what constltutes
sub 5“;: volunteer i vﬁluemen i ;f pifie > purpose of applymg the exemptlon, % but this

volunteer 1 / erials exemp' , it follows that the type and amount of documentation
needed to supf Slunteeffinvolvement is also unclear.

In view of theunt  ##¥ regarding the amount of volunteer involvement needed to
qualify for the volunﬁér materials exemption and to document that involvement, the
Interim Audit Report recommended that SDDP provide a more detailed statement'*

and further documentation regarding the volunteers’ involvement for the two mailers. In
addition, that SDDP should amend its reports in accordance with its earlier statements at
the audit exit conference. Absent such further information, the disbursement might have

® Each mailer includes a statement, “Paid for by the South Dakota Democratic Party.”

' pProposed Interim Enforcement Policy, Agenda document No. 10-16.

'' SDDP might want to consider providing a sworn statement which might be considered stronger evidence
of volunteer involvement.
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been considered a coordinated expenditure, resulting in SDDP exceeding the coordinated
expenditure limit by $16,277.

C. Committee Response to the Interim Audit Report

In response to the Interim Audit Report recommendations, SDDP amended its filing to
show $19,529 as a volunteer exempt expense and provided a signed declaration that this
type of mailing was generally performed by volunteers.

Given the lack of clarity regarding the amount of volunteer involvement needed to

Finding 4. Contributions from Wﬁ'egigtered Po'f% tcal

Organizations <

E - 5
Summary @
SDDP received contributions totaling™ fom unreg ‘k,-a:;,, pohtxcal orgamzatlons

that may not have used permissible fu :funded con
of the $14,831, though it did so in an

In response to the Interjs At Report nw fmendatic SDDP provided signed letters
from contributors ¢ ning 14} $3,140 wef from permissible sources. In addition,
SDDP provided de: tation %4 pporting tha#$5.,000 was not a contribution but rather a
reimbursement from a@ 560 éfited to a door hanger. SDDP also issued
for

a disgorgel € U.S. Treasury for the balance of the
impermisg ] 1S

r
Leg’aﬁl ~ andard :

. Party#% mttee I . A party committee may not receive more than a total of
$10,000 per rom e individual. This limit is shared by state, district, & local
party committe€ § 30116a(a)(1)}(C),(2)(C) and (f) (formerly 2 U.S.C.
§441a(a)(1)(C), (2 (t)) 11 CFR §§110.1(a) and (d) and 110.9(a).

B. Handlmg Contr‘lbutlons that Appear Impermissible or Excessive. If a committee
receives a contribution that appears to be impermissible or excessive, the committee must
either: -
1. Return the questionable check to the donor; or
2. Deposit the check into its federal account and:
» Keep enough money in the account to cover all potential refunds;
» Keep a written record explaining why the contribution may be illegal;
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* Include this explanation on Schedule A if the contribution has to be itemized
before its legality is established. 11 CFR §103.3(b)(3), (4) and (5).

C. Receipt of Contributions. Organizations that are political committees under the Act,
other than national party committees shall establish a separate Federal account in a
depository in accordance with 11 CFR part 103. Such account shall be treated as a
separate Federal political committee that must comply with the requirements of the Act
including the registration and reporting requirements of 11 CFR parts 102 and 104. Only
funds subject to the prohibitions and limitations of the Act shal%posited in such
separate Federal account. 11 CFR §102.5(a). %

Facts and Analysis .
A. Facts *r...%b
During the 2010 audit cycle, SDDP deposited 16t ntribugions, totalii 3,831, from

unregistered political organizations into its fed@#kaccount  .llowing the¥s$ance of
the audit notification letter, SDDP issued untimely? ling $4,891, IZ8DDP has

taken no action with respect to the remaining $9, 94( s Audit staff considers the
contributions at issue impermissible & 1esolved

The Audit staff reviewed all documen y SD%ainmg to
contributions received from unregistered"fs liti nizatiors. In several instances,
notations in SDDP rec( 1ade stat ‘@ into the federal committee
funds.” However, the ueer, fOUNd DO dfempt on the part of SDDP to make refunds

of those contributignsy nor to bEzhg notified
found no attempt ¢ ¢bart of 3DDP to asce
political organizations’ c& -

the audit. In addition, the Audit staff
e permissibility of other unregistered

eniy

B. Inte - & Asidit Division Recommendation
Dur‘lfg iudit fieldwor dit ':»a, pefented this matter to SDDP representatives. SDDP

*79, hat one of the’¢ '{o‘p tnbu iy br

The Audit staff requgSted additional information concerning the door hangers and the
results of SDDP’s efforts to contact unregistered political committees to substantiate that
the funds were from permissible sources, but received no further information. Absent
such additional information, the Audit staff concluded that these items were
impermissible contributions that needed to be refunded to the contributors or disgorged to
the U.S. Treasury.

12 SDDP issued refund checks totaling $6,691 but only $4,891 has cleared SDDP's bank account.
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The Interim Audit Report recommended that SDDP provide documentation that
demonstrates $9,940 in questioned contributions were made with permissible funds or
that they be refunded to the contributor or disgorged to the U.S Treasury.

C. Committee Response to the Interim Audit Report

In response to the Interim Audit Report recommendations, SDDP provided eight signed
letters from contributors confirming that $3,140 were from permissible sources. In
addition, SDDP provided documentation supporting that $5,000 was not a contribution
but rather a reimbursement from a non-federal committee related to a door hanger.
SDDP also issued a disgorgement check for $1,800 payable to the U S. Treasury for the
balance of the impermissible contributions.

‘. »
| Finding 5. Disclosure of Occupation/{ﬂm%ﬁ' Employer |
& —— — —~ .‘b% 1
Summary y
The Audit staff reviewed individual contribu »r which itemizatio eguired, and

found that 78 contributions totaling $30 702

§ _~ :,,"rz,,- isclosure of d¢€lipation
Ganlfe , prior to the notification

"‘L," orts” to obtain, maintain, and

::";, mend@"that SDDP provide any
"1‘,‘/ matter. SDDP made no comment in

el ; r Con m?bﬁftlons from Individuals. A political committee
¢ tee must itemize any contribution from an individual
a ; ndar year, either by itself or when combined with other
contnbutu m the $me contributions. 52 U.S.C. § 30104(b)(3)(A) (formerly 2
U.S.C §434(b ‘

B. Required Inforlﬁtion for Contributions from Individuals. For each itemized
contribution from an individual, the committee must provide the following
information:

The contributor’s full name and address (including zip code);

The contributor’s occupation and the name of his or her employer;

The date of receipt (the date the committee received the contribution);

The amount of the contribution; and

The calendar year-to-date total of all contributions from the same individual.

11 CFR §§100.12 and 104.3(a)(4) and 52 U.S.C. § 30104(b)(3)}(A) (formerly

2 U.S.C §434(b)(3)(A)).
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C. Best Efforts Ensures Compliance. When the treasurer of a political committee
shows that the committee used best efforts (see below) to obtain, maintain, and
submit the information required by the Act, the committee’s reports and records will
be considered in compliance with the Act. 52 U.S.C. § 30102(h)(2)(i) (formerly 2
U.S.C §432(h)(2)(i))-

D. Definition of Best Efforts. The treasurer and the committee will be considered to
have used “best efforts™ with respect to contributions, if the committee satisfied all of
the following criteria:

e All written solicitations for contributions included: p
o A clear request for the contributors full name  ~ling address,
occupation, and name of employer; and mﬁ

one effort to obtain the missing informagion, i either a
documented oral request.

e The treasurer reported any contribd | %orma%at, althon nitially
provide by the contributor, was obtained OWsup communication or was
contained in the committees’ records or i - reports that the committee
filed during the same two® s 11 7(b).

&

Facfs and Analysis

A. Facts

Using the most receni _
determined that 784
percent of itemized cortgh

Commigfion.

sl

I 1 anu p..or to audit fieldwork, SDDP provided the Audit staff
with copieséfetters that wEfe sent to contributors to obtain OCC/NOE information.
War.c fgr SDDP was notified of the audit. Also, after notification of
the audit, SDDP 1&g ame¥ided reports for 2009 that materially corrected the previously
undisclosed OCC/N¢ M// formation. Since SDDP took corrective action after

notification of the audit, this matter is included in this audit report.

B. Interim Audit Report & Audit Division Recommendation
The Audit staff discussed the disclosure of OCC/NOE information with SDDP
representatives at the exit conference and provided a schedule of the remaining errors.

The Interim Audit Report recommended that SDDP provide any additional information it
considered relevant to this matter.



C. Committee Response to the Interim Audit Report

SDDP made no comment in response to the Interim Audit Report. However, although
not required, SDDP amended its 2010 reports to include previously undisclosed
OCC/NOE information for $10,206 in contributions from individuals.
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